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Refer keply to: ' 

Date: 
APR' 1 t 1906 

Dear S i r  o r  Madam: 

- II 
.We have considered your app l i ca t i on  fo r  recogni t ion  o f  exemption from 

Federal income t a x  under t he  provieion8 of  s cc t i on  SOl(c) (  3 ) o t  t he  
I n t e r n a l  Revenue Code of  1954 and its appl icab le  Income Tax Regulations. 
Based on t h e  ava i l ab l e  information, we ' h ave  determ'insd t h a t  you do not  
q u a l i f y  f o r  t he  reasons s e t  f o r t h  on Encloeura I. 

Consideration was given t o  whether you otqalify f o r  --exemption under o t h e r  ', ' .. .. 
subsect ions of sec t ion  501(c) of  the,-Code and we have concluded t h a t  you 
do not .  

AS your organizat ion has  not  es tab l i shed  exemption from Federal insome t a x ,  
it w i l l  be necessary fo r  you t o  f i l e  an annual income t a x  r e t u r n  on Form 
1041 i f  you a r e  a t r u s t  o r  Form 1120 i f  you a r e  a corpora t ion  o r  an 
unincorporated ~ s s o c i - t i o n .  Contr ibut ions t o  you aae no t  deduc t ib le  under 
s ec t i an  170 of  the  Code. 

I f  you a?e i n  agreement with our proposed d e n i a l ,  p laase s ign  and r e t u r n  
one copy o f  tho enclose? Form 6018, Consent t o  Proposed Adverse Action. 

You have t h e  r i g h t  t o  p r o t e s t  t h i s  prop63ed determinl t ion i f  you be l i eve  
t h a t  i t  i s  inco r r ec t .  To p r o t e o t ,  you ehould,submit a wr i t t en  appeal  g iv ing  
the  f a c t s ,  law and o the r  information t o  support  your pos i t i on  a a  sxplained 
i n  t h e  enclosed Publ icat ion 892 (Rev. 7-83),  NExsmpt Orgariizatione Apwal  
Procedures fo r  Unagresd Issues" .  Tbe appeal  must be submit ted '  wi th in  30 
days from the  da t e  of  t h i s  l e t t e r  and must be signed by one of 
p r i n c i p a l  o f f i c e r s .  You may reques t  a hear ing  wi th ia  $ember of t h e  o f f i c e  
of t h e  Regional Director  of Appeals when you f i l e ,  your appeal .  I f  a 

I 

hearing is requested,  you w i l l  be contacted t o  arranbe a da te  f o r  i t .  The 
hear ing may be held a t  t he  Regional Of f i ce ,  o r ,  i f i y o u  r eques t ,  a t  any 

b mutuaiiy convenient D i s t r i c t  Off ice .  I f  vou a t e  t.0 be represen ted  by t 

I someone who i e  nct  one of your p r i n c i p a l  o f f i c e r s ,  , h e  o r  she must f i l e  a 
c .  proper power of a t t o rney  and otherwise q u a l i f y  undbr our  Conference and . - 
12; * 1 
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Prac t i ce  Requirements a e  s e t  f o r t h  i n  s ec t i on  601.5321 of  t he  Statement 3f 
. .. procedural Rules. See Treasury Department Ci rcu la r  Np. 230. 

!,'. , 



: .i".' 
I f  you do not p ro te s t  t h i .  pxoposed d?:tprrin&tion i n  6 - t i k Y  ryure r , .  -.At ' 

w i l l  be oonsidered by t h e  Intsmal Revenue, IJe'rvice a6 a f a i l u r e  t o  e x ~ a u s t  
ava i l ab le  adminis t ra t ive  rembdier. Section 7428(b) ( 2 )  of t h e  . i n t e r n a l  
Revenue Code p.ovidss i n  part t h a t :  I 

., , 
, '  

A dcclara tont  judgement or decrra &dei' ' t b i i  ~ e ~ t i k n  ,, ,@ha l l  
not be issued i n  any pcoceeding' dnler8  the    ax Court, t h e  
Claims Court, o r  t h e  d i r t r i c t  cour t  of t h e  United S ta t e8  i o r  
t he  D i s t r i c t  of Columbia determine8 t h a t  the organizat ion.  
involver1 ha6 exhauated administrartiva remsdiea ava i l ab le  t o  
it within the  I n t e r n a l  Reverlus Service. 

I f  we do not hear from you within t h e  time epec i f idd ,  t h i s  will become our 
f i n a l  determination. In t h a t  e w n t ,  appropriate  Btate o f f i o i a l s  w i l l  be 
n o t i f i e d  of t h i s  ac t ion  in  accordance with t h e  provisions of  s ec t ion  
6104( : )  of the  Code. 

Sinceraly yours, I 

/I/ ******** ** ****** 
& ** **************** 

***** *  **** 
D i s t r i c t  Director  
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ENCLOSURE I 
.'..I 

****** ****** *********** *********** ***. 
I 

*** *********  ******** * ith your appl ica t io*  ******* *  a t  ******  ****   
*********** ********** **  .  war incorporated * * * *  **  ***5 u**** * *  
laws of  t. S t a t e  of *****    or the  following gurpoeea: 

1 .  To have and t o  exe rc i r e  each and every power, r i g h t  and 
pr iv i lege  which corporations organized under the  *****   
Not-For-Profit Corporation A c t  of ***1, ae amended, may 
now o r  he rea f t e r  have and exercise.  

2 .  This aeeociat ion doer not contemplate pecuniary gain o r  
p r o f i t  t o  the  tnembers thereof ,  and t h e  spnc i f i c  purposes 
fo r  which it is formed a r e  ts provide t h e  construct ion,  . 

maintenance, r epa i r ,  uIJr~pp,  preservat ion,  replacement, 
con t ro l ,  !. anagement and +nsurance o f  c e r t a i n  property . 
and f a c i l i t i e s  located within a  t r a c t  of r e a l  e s t a t e  i n  
**********  County ... 

sec t ion  50 1 ( c  1 ( 3 )  of the  Code provides, i n  part , ,  for  the  exemption from 
Federal incoma t a x  of organizat ions organized and operated exclusively f o r  
c h a r i t a b l e ,  r e l ig ious  o r  educational purpores, '  no par t  of t he  ne t  earning8 
of which inures t o  the bene f i t  of any pr iva te  ahargholder o r  individual .  

sec t ion  1 . 5 0 1 ( ~ ) ( 3 ) - 1 ( a ) ( l )  of the  Regulations a t a t ea  t h a t  i n  order  t o  
qua l i fy  under aection 5 0 1 ( c ) ( 3 )  of t he  Code, an organizat ion must be both 
organized and operated exclusively f o r  one o r  more exen& prpoaeo .  I f  an 
organization f a i l e  t o  meet e i t h e r  the organizat ional  o r  opara t ional  t e a t ,  i t  
i s  not exempt. 

Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( a ) ( 2 )  of the Regulation8 s t a t e s  t h a t  the  term "exempt 
purpose o r  purposestq, mean8 any purpose o r  purposes spec i f i ed  i n  eect ion 
501 ( c )  ( 3 )  of the  Code. 

Section 1 . 5 0 1 ( ~ ) ( 3 ) - 1 ( b ) ( l ) ( i )  of t he  Regulations s t a t e s  t h a t  an organiz l -  
t i on  i s  organized exclusively fo r  one o r  more exempt purpose8 only i f  i ts 
a r t i c l e s  of organizat ion:  

( a )  L i m i t  t h e  purpose8 of such organizat ion t o  one o r  more 
exempt purposes; and 

( b )  Do not expressly empower t h e  organizat ion t o  engage, 
otherwise than ae an insubs tant ia ' l  par t  of i ts  
a c t i v i t i e s ,  i n  a c t i v i t i e s  which i n  themselves a re  not 
i n  furtherance of one o r  more exempt purposes. 
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Section 1 . 5 0 1 ( c ) ( 3 ) - l ( c ) ( l )  of t h e  Regulationr Btater  t h a t  an organizat ion 
w i l l  be regarded a s  noperatad exc lur ive lyn  f o r  one o r  more exempt purpose8 
only if it engages primarily i n  a c t i v i t i e s  which aaeomplish one o r  more of 
such exempt purposes spec i f ied  i n  sec t ion  501(c ) (3 )  of t h e  Code. An 
organizat ion w i l l  not  be r o  regardod i f  m r e  than an in subs tan t i a l  par t  
of i ts  a c t i v i t i e s  is  not i n  furtherance of an exempt purpose. 

Section 1 . 5 0 1 , ~ ) ( 3 ) - 1 ( d ) ( l ) ( i i )  of t h e  Regulatione mtatee t h a t  an organina- 
t i on  i s  not operated axclueively f o r  one o r  more tPkempt p u r p a e s  unleee it 
serves  a  public r a the r  than a  pr iva te  i n t e r e s t .  It must not be operated 
f o r  the  b e n e f i t  of designated individual@ or  the  $qtaons who crea ted  it. 

You were organized t o  provido f o r  t he  constKuction, maintenance, 
improvement, r epn i r ,  upkeep, pseservation, replacembnt, con t ro l ,  management 
and insurance c ~ f  property and f a c i l i t i e s  owned by '\your members. Since 
you a r e  not organized txc lus ivs ly  fo r  c h a r i t a b l e , -  r e l i g i o u s  o r  educat ional  
purposes, you do not meet the organizat ional  t e a t s  required pQr 8ect ion 
5 0 1 ( c ) ( 3 )  of the  Code. 

The bylaws of * *  ****** ***** *********** *********** ***  were adopted 
nlmultaneously with a  Decl~aration of Condoein rpm for  ****** ***** 4 ************ . The dec lara t ion  provider fo r  the  maintenance, u&esp, r e p a i r  
and replacement of common areas .  This a c t i v i t y  includes mowing, 
landscaping and pa i~ r t ing  of bui lding ax te r io re  and walls.  The a c t i v i t y  
a l s o  include8 procurement of public l i a b i l i t y ,  property damage, workmen's 
compensation and o ther  inru5rance fo r  the bene f i t  of un i t  ownera a8 part 
of common expensea. 

These a c t i v i t i e a  benef i t  the members of your organizat ion r a the r  than 
the  general  public. Becaurle these a c t i v i t i s e  serve your membership r a t h e r  
than the general  public ,  you do not m e t  the operat ional  t a s t e  required 
p r  sec t ion  5 0 1 ( c ) ( 3 )  of thta Code. 

Accordingly, we have concluded t h a t  you do not qua l i fy  f o r  exemption fTom 
Federal income t a x  under sec t ion  501(c ) (3 )  of  t he  Cod,''and cont r ibut ion6 t o  
you a r e  not deduct ible  by donors under sec t ion  :70 L L  t he  Code. 

Eowever, i t  is  our opinion t h a t  your organizat ion i s  the  type described 
i n  sec t ion  528 and you may e l e c t  t o  f i l e  under sec t ion  528 t o  receive 
c e r t a i n  t a x  bene f i t s  which, i n  e f f e c t ,  permits the  exclusion of exempt 
function income. The e1ac:tion by a  homeowners assoc ia t ion  t o  f i l e  under 
s e c t  ion 528  is  t o  be made t ~ y  f i l i n g  Form 1 1 2 0 4 ,  U. S. Income Tax Return 
f o r  Homeowners Associatione. 


